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Abstract. This study aims to analyze (1) the effect of DAU on economic growth, (2) the effect 
of DAK on economic growth, (3) the effect of income distribution inequality on economic 
growth, (4) the influence of the Village Fund on income distribution inequality, (5) the effect 
of growth the economy against inequality of income distribution. The data used were sourced 
from the Ministry of Finance through the Directorate General of Fiscal Balance and the 
Indonesian Central Statistics Agency during the 2015-2018 period, the unit of analysis was 33 
provinces in Indonesia. This study uses a simultaneous equation regression model with the two 
stage least square (2SLS) regression technique with the Fixed Effect Model (FEM). The results 
showed that, (1) general allocation funds have a positive and significant effect on economic 
growth, which means that any increase in general allocation funds will be followed by an 
increase in economic growth. (2) special allocation funds have a negative and significant effect 
on economic growth. This means that any increase in special allocation funds will make 
economic growth decline. (3) income distribution inequality has a negative and significant 
effect on economic growth, which means that any increase in income distribution inequality 
can as much as reduce economic growth. (4) the variable of village funds has a negative and 
not significant effect on the inequality of income distribution, which means that any increase 
in village funds will make the income distribution inequality decrease. (5) economic growth 
variable has a negative and significant effect on inequality of income distribution, which means 
that any increase in economic growth can reduce inequality of income distribution decreases. 
 
Keywords: DAU, DAK, Village Funds, Economic Growth, Inequality of Income 
Distribution.
Economic growth in poor countries 
initially tended to cause high levels of 
poverty and inequitable distribution of 
income. But if the poor countries are more 
advanced, then the problem of poverty and 
inequality of income distribution will 
decrease (Khusnah, 2015). Furthermore. 
Kuznets explained that disparities in 
income sharing tended to increase during 
the early stages of development, only then 
during the later stages of development did 
they turn out to be smaller, or in other words 
 
Analysis Of Village Dau, Dak, And Funds On Inequality Distribution Income And Growth In Indonesia 
2015-2018 
 
 
Email:oyis207@gmail.com 
 
 
 
84 
 
that the economic development process in 
the initial stages experienced a significant 
decline in the distribution of income , which 
has just turned towards a greater equity in 
the distribution of income at a later stage of 
development. (Hartini, 2017., Kuncoro, 
2006). 
With regional autonomy, 
decentralization has also taken place, both 
in terms of regional financial management, 
economic planning and other plans which 
have all been transferred from the center to 
the regions. In this decentralization, the 
regional government was given authority 
by the central government in making 
policies for the use of transfers of balancing 
funds and funds originating from regional 
revenues or legitimate regional revenues to 
manage their own regional finances. 
All provinces in Indonesia receive 
balance funds annually. Balancing funds 
are allocated to districts / cities in their 
respective provinces whose amounts differ 
from one another. This difference in the 
allocation of balancing funds causes an 
imbalance in economic growth between 
each Regency / City. However, the balance 
funds allocated have a positive impact on 
economic growth in each province as well 
as the rate of national economic growth 
which is always increasing every year. This 
is evidenced by the national economic 
growth rate that continues to increase. 
The rate of economic growth in 
Indonesia in 2018 grew to reach 5.17 
percent, this figure increased compared to 
economic growth in 2017 which amounted 
to 5.07 percent, this increase was driven by 
all categories of business fields where the 
highest growth was achieved by Other 
Service Business Fields that grew 9.22 
percent. (Official Gazette of the Statistics, 
2018). 
Two facts obtained from the 2018 
National Statistics Agency data illustrate 
that economic growth that increases from 
year to year only affects the national level, 
not at the regional level. Causing 
imbalances between regions in Indonesia. It 
seems clear that growth is not significant 
enough to correct inequality. This can be 
seen in the level of inequality in Indonesia 
according to rural housing as measured by 
the Gini Ratio in March 2018 yesterday 
recorded at 0.324, this figure rose by 0.004 
compared to the conditions of September 
2017 and March 2017 which amounted to 
0.320. 
One form of commitment from the 
central government in fiscal 
decentralization policy is to allocate fiscal 
transfers to the regions, namely the 
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Balancing Fund consisting of Tax and Non-
Tax Sharing (SDA), General Allocation 
Funds (DAU), and Special Allocation 
Funds (DAK). The Balancing Fund as a 
factor of capital production is used for 
regional government spending to increase 
output. Increasing output in the long run 
can increase economic growth. 
The results of Waluyo's research 
(2007) (in Dodi Chandra et al, 2017) also 
show that the impact of fiscal 
decentralization on economic growth in 
Indonesia is thought to be more dominated 
by general allocation fund mechanisms that 
function as regional fiscal administrators so 
as to encourage regional economic growth. 
Likewise with other balancing 
funds such as the Special Allocation Fund 
(DAK), which is given to regions in 
financing special needs that are national 
priorities. Giving DAK based on fields that 
are made as national priorities such as 
education, health, infrastructure etc. 
Provision of transfer funds is expected to 
reduce income disparities between regions. 
But the conditions that occur, the greater 
inequality in each year. (Adhitya Wardhana 
et al, 2013). 
The stimulus for boosting economic 
growth and national and regional 
development is the Village Fund, which is 
part of the village development activities. 
The main objective of development is to 
create community welfare and public 
welfare can be seen from the increase in 
economic growth and the even distribution 
of income (Arsyad, 2010: 11) in (Yasa, 
2015). Development planning has made the 
village community as the object of 
development not as the subject of 
development. 
One of the government's programs 
in supporting village development is to 
issue Village Funds as a source of village 
income. As according to Law No. 6 of 2014 
concerning villages article 72 states that 
village funds are one source of village 
income sourced from the APBN. (Endang 
Juliana, 2017). However, prior to the 
Village Fund budget, each village had 
received a Village Fund Allocation (ADD) 
but the amount was considered small 
because the ADD calculation was obtained 
from the distribution of the balance funds 
received by the district / city government at 
least 10% after deducting the Special 
Allocation Fund. 
Villages as autonomous regions that 
are at the lowest level will automatically 
become the object of the ongoing fiscal 
decentralization system obtained from the 
central government and regional 
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governments. The village is one of the 
spearheads of government organizations in 
achieving success from central government 
affairs. This is due to the fact that villages 
are closer to the community so that 
government programs are delivered faster. 
(Irma Setianingsih, 2015). 
Based on the above background, 
researchers are interested in conducting 
research with the title Analysis Of Dau, 
Dak, Village Funds On Inequality 
Distribution Income And Growth In 
Indonesia 2015-2018. This research is 
expected to be able to make a positive 
contribution to reducing income inequality 
in Indonesia in the following years. 
 
METHODS 
This study includes 5 (five) 
important components, namely the General 
Allocation Fund (DAU), the Special 
Allocation Fund (DAK), the Village Fund, 
inequality, and growth using 34 data panels 
representing the Indonesian Province over a 
period of 4 (four) years lastly, namely 2015 
- 2018. The analysis stage used consists of 
estimating the simultaneous equation 
regression model using the TSLS (Two-
Stage Least Square) method using panel 
data. The population taken in this study is 
the entire territory of the Indonesian 
province, covering 34 (thirty four) 
provinces. 
 
RESULTS AND DISCUSSION
From the results of data processing 
for the two models obtained a different R-
square value which is 0.8748 for the growth 
model, which means that 87.48 percent of 
the variation of changes that occur in 
endogenous variables can be explained by 
the three exogenous variables and the 
inequality model by 0.9049 which means 
90, 49 percent of the variations in changes 
that occur in endogenous variables can be 
explained by the three exogenous variables. 
With the R-square values of the two 
models, each F test statistic value was 19.17 
for the growth model and 27.14 for the 
inequality model.  
Statistical test results also show the 
calculated F-value obtained from each 
model is still greater than the F-table value 
at all levels of significance so that Ho is 
rejected. Thus it can be concluded that the 
DAU, DAK, and GR variables have a 
significant effect on economic growth in 
2015-2018, and for the DD, and EG 
variables significantly influence the 
Inequality of income distribution during 
2015-2018. 
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After testing as a whole is done, 
then partial testing is done for the two 
equations to determine the effect of each 
independent variable observed on the 
dependent variable. For this purpose, the 
individual regression coefficient is tested 
using the t test. If the absolute value of t-
count obtained is greater than the value of 
t-table at a certain level of significance and 
degree of freedom (NT-N-k) then Ho is 
rejected. 
The analysis found that the 
regression coefficient for the variable 
general allocation fund was 0.4957, which 
means that every increase of every 1 
percent would make economic growth 
increase by 0.4957 percent. then the t test 
statistic value of 2.64 with a probability 
value of 0.009. Because the p-value (0.009) 
<α = 0.01 then this means that general 
allocation funds have a significant effect on 
economic growth in Indonesia with a 99 
percent confidence level. 
The analysis found that the 
regression coefficient for the variable 
special allocation fund was -0.0522, which 
means that every 10 percent increase would 
cause economic growth to decrease by -
0.0522 percent. then the t test statistic value 
of -1.89 with a probability value of 0.061. 
Because the p-value (0.061) <α = 0.10, this 
means that special allocation funds have a 
significant effect on economic growth in 
Indonesia with a 90 percent confidence 
level of special allocation funds having a 
significant effect on economic growth in 
Indonesia during 2015-2018. 
The analysis found that the 
regression coefficient for the income 
distribution inequality variable was -
4.3886, which means that every 1 percent 
increase would cause economic growth to 
decrease by -4.3886 percent. Then the t test 
statistic value is -3.18 with a probability 
value of 0.002. Because the p-value (0.002) 
<α = 0.01 then this means that the 
inequality of income distribution has a 
significant effect on economic growth in 
Indonesia with a 99 percent confidence 
level that the inequality of income 
distribution has a significant effect on 
economic growth in Indonesia during 2015-
2018. 
The analysis found that the 
regression coefficient for the village fund 
variable was -0.0020 which means that 
every increase of every 10 percent would 
make the income distribution inequality 
decrease by -0.0020 percent. then the t test 
statistic value of -1.07 with a probability 
value of 0.287. Because the p-value 
(0.410)> α = 0.1, this means that village 
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funds have no significant effect on income 
distribution inequality in Indonesia with a 
90 percent confidence level in village funds 
having insignificant effect on income 
distribution inequality during 2015-2018. 
The analysis found that the 
regression coefficient for the village fund 
variable was -0,0005, which means that 
every 1 percent increase would cause an 
inequality in income distribution to 
decrease by -0,0005 percent. then the t test 
statistic value of -3.08 with a probability 
value of 0.002. Because the p-value (0.002) 
<α = 0.01 then this means that economic 
growth has a significant effect on inequality 
of income distribution in Indonesia with a 
99 percent confidence level of economic 
growth has a significant effect on inequality 
of income distribution in Indonesia during 
2015-2018. 
 
CONCLUSION 
Based on the research results, the 
following conclusions can be drawn: 
1. The General Allocation Fund has a 
positive impact on economic growth 
whereby an increase in the general 
allocation fund will encourage 
Indonesia's economic growth. Thus the 
granting of regional autonomy which 
gives freedom to local governments to 
make their own financial plans through 
the transfer of balance funds has shown 
positive results on economic growth in 
Indonesia. 
2. From the estimation results of special 
allocation funds do not have a good 
influence on economic growth. This is 
because the special allocation funds 
provided by the central government are 
less optimized for various activities in 
sectors related to economic growth, 
such as the trade industry sector, service 
sector, and other sectors. This indicates 
that the increase in special allocation 
funds has no real effect on economic 
growth. 
3. Inequality does not have a good 
influence on increasing economic 
growth, this negative effect implies that 
increasing income distribution 
inequality will cause economic growth 
to decline. This is because there is no 
equity in economic development, this is 
seen by the existence of regions that are 
developed with regions that are 
underdeveloped or less developed. 
4. The allocation of village funds 
negatively affects the income 
distribution inequality variable in 
provinces in Indonesia. Although the 
effect seems to be very weak, this 
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indicates that an increase in the 
allocation of village funds will cause 
more even distribution of income (the 
Gini coefficient decreases), whereas a 
decrease in the allocation of village 
funds will cause an imbalanced income 
distribution (the Gini coefficient 
increases). Therefore, fiscal 
decentralization which is directed at 
reducing the Gini ratio has shown 
improvement in income distribution. 
5. Economic growth has a negative and 
significant effect on inequality in 
income distribution. Thus increasing 
the rate of economic growth each year 
can reduce the imbalance of income 
distribution in Indonesia. This research 
is consistent with the hypothesis put 
forward by Kuznets that the relationship 
between economic growth and 
inequality such as U-shaped is reversed 
where in the initial stages of economic 
development, income distribution tends 
to be bad and will increase until the 
country reaches middle income status 
(¬middle income). 
 
SUGGESTION 
1. The government as the power user of 
the budget as well as the decision maker 
needs to study carefully the allocation 
of the budget that will be issued so that 
it can boost existing economic growth, 
with the growth of the economy, the 
existing economic sectors slowly 
develop which can later increase 
economic growth. 
2. Allocation of Special Allocation Funds 
must be allocated with the right goals 
and objectives so that the objectives of 
community welfare can be achieved. By 
allocating according to the target, 
economic growth can increase so that 
the goals of economic growth can be 
achieved. 
3. The need for strengthening of 
managerial resources at the village 
level, provisioning to each village head 
in order to be clear about the 
mechanism for channeling village fund 
allocations and the need for supervision 
of financial managers at the village 
level so that there is no budget misuse 
leading to corruption, collusion, and 
nepotism. 
4. To reduce the level of income 
distribution inequality, the government 
should make development policy 
strategies that are more targeted and 
effective in solving the problem of 
inequality and poverty, not only in 
pursuit of high economic growth but 
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can only be enjoyed by high-income 
groups. 
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